
COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

* * * * * 

I n  t h e  Matter of: 

THE APPLICATION OF GRAYSON RURAL ) 
ELECTRIC COOPERATIVE CORPORATION ) 
FOR A N  ORDER AUTHORSZINC S A I D  ) CASE NO. 9352 
CORPORATION TO INCREASE RATES 1 
TO ITS MEMBERS 1 

O R D E R  

On July 23, 1985, G r a y s o n  Rura l  Electric Coopera t ive .  

C o r p o r a t i o n  ( "Grayson"]  filed a n  a p p l i c a t i o n  w i t h  t h i s  Commission 

r e q u e s t i n g  t o  i n c r e a s e  its a n n u a l  r e v e n u e  by $584,171, o r  7.8 

percent .  This a p p l i c a t i o n  was amended by Grayson on A u g u s t  2 ,  

1985,  t o  reduce t h e  r e q u e s t e d  i n c r e a s e  i n  r e v e n u e s  to $543 ,408 ,  or  

7.3 p e r c e n t .  Grayson s t a t e d  t h a t  t h e  a d d i t i o n a l  r e v e n u e  w a s  

n e c e s s a r y  i n  order t o  m a i n t a i n  i ts f i n a n c i a l  i n t e g r i t y .  

I n  order t o  d e t e r m i n e  t h e  r e a s o n a b l e n e s s  of the proposed 

r e q u e s t ,  t h e  Commission s Q s p e n d e d  t h e  proposed rates u n t i l  J a n u a r y  

12, 1985, f o r  the purpose of conducting i n v e s t i g a t i o n s  and public 

h e a r i n g s  o n  t h e  mat ter .  A h e a r i n g  was s c h e d u l e d  for November 12, 

1985,  a n d  G r a y s o n  w a s  directed to give n o t i c e  t o  its c o n s u m e r s  of 

the p r o p o e o d  ra tes  and  t h e  s c h e d u l e d  h e a r i n g  p u r s u a n t  t o  807 KAR 

5:011, S e c t i o n  8 .  

N o  r e q u e s t s  for formal i n t e r v e n t i o n  w e r e  received. The 

h e a r i n g  was held on November 12, 1985, w i t h  all p a r t i e s  of record 

r e p r e s e n t e d  a n d  all requested i n f o r m a t  i o n  has b e e n  f Iled. Based 



o n  t h e  d e t e r m i n a t i o n  h e r e i n ,  G r a y s o n  has b e e n  g r a n t e d  an increase  

of $ 2 7 7 , 6 4 2 ,  or 3 . 7  p e r c e n t .  

COMMENTARY 

Grayson is a consumer-owned r u r a l  e l e c t r i c  c o o p e r a t i v e  

engaged i n  t h e  d i s t r i b u t i o n  and s a l e  of e l e c t r i c  e n e r g y  t o  

a p p r o x i m a t e l y  10,657 member-consumers i n  the Kentucky c o u n t i e s  of 

Carter,  E l l i o t t ,  G r e e n u p ,  L a w r e n c e ,  L e w i s  and  Rowan. G r a y s o n  

purchases a l l  of its power from E a s t  Kentucky Power Cooperative, 

I n c . ,  ("EKP") . 
TEST PERIOD 

G r a y s o n  proposed a n d  the Cornmission has accepted the 

12-month period e n d i n g  March 31, 1 9 8 5 ,  as t h e  t es t  per iod for 

d e t e r m i n i n g  t h e  r e a s o n a b l e n e s s  of t h e  proposed rates .  In 

u t i l i z i n g  t h e  h i s t o r i c  test period, the Commission has g i v e n  f u l l  

c o n s i d e r a t i o n  to a p p r o p r i a t e  known and m e a s u r a b l e  c h a n g e s .  

VALUATION 

Net I n v e s t m e n t  

Grayson proposed a n e t  i n v e s t m e n t  r a t e  base of $11,019,082. 

The Commission concurs w i t h  t h i s  proposal,  with the f o l l o w i n g  

m o d i f i c a t i o n e r  

Grayson groposod to i n c l u d e  p r e p a y m e n t s  a t  t h e  actual test 

year-end level, s t a t i n g  t h a t  t h i s  l e v e l  is more r e f l e c t i v e  of a 

c h a n g e  i n  t h e  b i l l i n g  of Kentucky A s s o c i a t i o n  of Elec t r i c  

C o o p e r a t i v e s  d u e s  and a n  a n t i c i p a t e d  increase i n  liability 

i n s u r a n c e .  I n  most i n s t a n c e s ,  t h e  Commiss ion  uses a 13-month 

svorage to dotermine t h o  l e v o 1  ot prepaymante to be included i n  

the n e t  i n v e s t m e n t .  This m e t h o d  is u s e d  t o  ref lect  t h e  l e v e l  Of 
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prepayments throughout the test year. Grayson  d i d  not advance 

sufficient reasons to cause the Commission t o  d e v i a t e  from this 

policy in this case. 

Grayson proposed a level of working capital equal t o  1/8 of 

adjusted test-year operation and maintenance expenses , exclusive 
of depreciation, t a x e s  anc? other deductions. The Commission 

concurs w i t h  t h i s  determination, with the exception that operation 

and maintenance e x p e n s e s  have been a d j u s t e d  to re f l ec t  the pro 

forma adjustments found r e a s o n a b l e .  

The Commission has adjusted t h e  reserve for depreciation to 

r e f l e c t  the pro forma d e p r e c i a t i o n  adjustment found reasonable 

herein. 

Based on these adjustments, G r a y s o n ' s  net investment rat€! 

base for ra te -making  p u r p o s e s  is a s  follows: 

U t i l i t y  Plant in S e r v i c e  $1 4,000 ,911 
Construction Work in Progress 56,979 
Total  Utility P l a n t  $14,057,89 0 

Add : 
Materials and Supplies 
Prepaynents 
Working C a p i t a l  

Subtotal 

Deduct: 
Accumulated Depreciation 

$ 94,004 
8,000 

161,738 
$ 263,802 

$ 3 , 3 4 4 , 1 3 0  
Customer Advances for Construction 12,039 

Sub tot a1 3,356,169'  

Ne t Inve s t m e  n t $101965,523 

Capital Structure 

Grayson reported a year-end capital structure of 

$12,946,202, which consisted of $4,949,400 in equity and 

$ 7 , 9 9 6 , 8 0 2  in long-tarm debt. 
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Grayson proposed t o  i n c r e a s e  i t s  t o t a l  c a p i t a l i z a t i o n  by 

$640,000 to reflect i t s  draw down of l o n g - t e r m  deb t  funds 

s u b s e q u e n t  to t h e  test  y e a r .  I n  accordance w i t h  t h e  c o n c e p t  of a 

h i s t o r i c a l  tes t  y e a r  and t h e  m a t c h i n g  of r e v e n u e s ,  i n v e s t m e n t  and 

c a p i t a l ,  t h e  ComrnFssion would n o t  normally i n c l u d e  t h i s  a d j u s t -  

ment .  However, due to  the u n i q u e  c i r c u m s t a n c e s  i n  the case, w h i c h  

are a d d r e s s e d  f u r t h e r  i n  t h e  s e c t i o n  o n  “Interest  Expense“ of  t h i 8  

Order, the Commission c o n c u r s  w i t h  this proposal. 

Grayaon also  proposed s o v o r a l  a d j u s t m e n t s  to  e q u i t y .  A l l  

but o n e  of the adjustments proposed by G r a y s o n  were based o n  pro 

forma adjustments. The Commiss ion ,  i n  its d e t e r m i n a t i o n  of rate 

base and c a p i t a l  s t ruc ture ,  a t tempts  t o  m a t c h  r e v e n u e s ,  i n v e s t m e n t  

a n d  c a p i t a l  based o n  t h e  test y e a r - e n d .  The  a d d i t i o n a l  a d j u s t -  

m e n t s  proposed by G r a y s o n  go beyond t h e  e n d  of t h e  test period a n d  

s h o u l d  not be i n c l u d e d  for r a t e - m a k i n g  p u r p o s e s .  a s  they w o u l d  

create a mismatch b e t w e e n  capital, r e v e n u e s  and expenses. The 

Commission, therefore, h a s  accepted Grayson’s a d j u s t m e n t  of 

$640,000 to  i n c r e a s e  l o n g - t e r m  d e b t  and w i l l  i n c l u d e  no  f u r t h e r  

a d j u s t m e n t s  to t h e  historical t es t  y e a r - e n d  c a p i t a l  s t r u c t u r e .  

The Commission f i n d s ,  f rom t h e  e v i d e n c e  of record, t h a t  

G r a y s o n ’ s  c a p i t a l  s t r u c t u r e  for r a t e - m a k i n g  p u r p o s e s  was 

$12,760,862 a n d  c o n s i s t e d  of $ 4 , 1 2 4 , 0 6 0  i n  e q u i t y  and  $8,636,802 

i n  l o n g - t e r m  debt. I n  t h i s  d e t e r m i n a t i o n  of the c a p i t a l  

zltructure, the Commission h a 8  e x c l u d e d  g e n e r a t i o n  a n d  t r a n s m i s s i o n  

c a p i t a l  c r e d i t  a s s i g n m e n t s  i n  t h e  amount  of $ 8 2 5 , 3 4 0 .  
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REVENUES AND EXPENSES 

Grayson proposed several adjustments to revenues and 

e x p e n s e s  to ref lect  more current and anticipated operating 

conditions. The Commission finds t h e  proposed adjustments are 

generally proper and acceptable for rate-making purposes , with the  

fo l lowing modifications: 

F u e l  Synchronization Adjustment 

Grayson Usad tho  actual operating revenue8 and actual 

purchased power expense to determine their required revenue 

increase, and made no adjustments to normalize the operating 

revenues or the purchased p o w e r  expenses. The Commission is of 

t h e  o p i n i o n  that it is more appropriate for a cooperative to make  

a normalization adjustment to operating revenues and purchased 

power expenses to t h e  most c u r r e n t  rates and charges. 

Additionally, as in t h i s  case, the t w o  normalization adjustments 

remove any effect of: the Fuel Adjustment Clause. Therefore, the 

Commission has made a normalization adjustment of $39,932, which 

reduces t h e  operating revenues from $7,248,178 to $7,208,246. 

Additionally, the Commission has made a normalization adjustment 

of $38,294 to reduce purchased power expense from $5,143,309 to 

$5,105,015. 

Wages and S a l a r i e s  

For t h e  t e s t  period, Grayson's total wages and salaries 

were $ 6 2 6 r 4 6 8 .  Grayson proposed t o  normalize wages and s a l a r i e s  

to reflect wage rates in effect as of t h e  date of the application. 

In its determination of this adjustment, Grayson projected the 

overtime hours  for a first-class lineman h i r e d  subsequent to the 
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t e s t  year  o n  t h e  b a s i s  of the average overtime hours f o r  a l l  

employees i n  t h e  same d e p a r t m e n t .  I n  h i s  p r e f i l e d  t e s t i m o n y ,  Hr. 

M i k e  Kays ,  o f f ice  m a n a g e r  of G r a y s o n ,  s t a t e d  t h a t  t h i s  v a c a n c y  has 

e x i s t e d  f o r  over a y e a r .  The Commiss ion  is o f  t h e  o p i n i o n  t h a t  

some of t h e  a c t u a l  tes t -per iod o v e r t i m e  c o u l d  h a v e  b e e n  

a t t r i b u t a b l e  t o  t h i s  v a c a n c y .  F u r t h e r m o r e ,  t h e  amount  of o v e r t i m e  

r e q u i r e d  for a new e m p l o y e e  is n o t  s u f f i c i e n t l y  known a n d  

m e a s u r a b l e  a n d ,  therefore, t h e  Commission f i n d s  t h a t  n o  i n c r e a s e  

i n  o v e r t i m e  s h o u l d  be i n c l u d e d  for t h i s  p o s i t i o n .  

G r a y s o n ' s  proposed a d j u s t m e n t s  of $31,332 have been reduced 

by $ 4 , 1 2 7  based o n  t h e  e x c l u s i o n  of t h e  o v e r t i m e  r e s u l t i n g  i n  a 

pro f o r m a  l e v e l  of w a g e s  a n d  s a l a r i e s  of $653,673. 

T e l e p h o n e  Charges 

G r a y s o n  p r o p o s e d  a n  a d j u s t m e n t  of $6,611 to c o n s u m e r  

a c c o u n t s  f o r  a d d i t i o n a l  e x p e n s e  i n c u r r e d  i n  o r d e r  to  comply w i t h  

t h e  C o m m i s s i o n ' s  r e g u l a t i o n  r e q u i r i n g  each  u t i l i t y  to  m a k e  the 

n e c e s s a r y  p r o v i s i o n s  so t h a t  a l l  customers may c o n t a c t  t h e  u t i l i t y  

by t e l e p h o n e  w i t h o u t  i n c u r r i n g  a l o n g  d i s t a n c e  c h a r g e . '  G r a y s o n  

i n i t i a t e d  t h i s  p o l i c y  o n  March 1, 1 9 8 5 ,  a n d  d e t e r m i n e d  i t s  

a d j u s t m e n t  by c o m p a r i n g  t h e  co l lec t  c a l l s  f r o m  c o n s u m e r s  o n  t h e  

March 1 9 8 5  phone  b i l l  w i t h  t h o s e  c a l l s  o n  t h e  A p r i l  1984 p h o n e  

b i l l .  During the h e a r i n g ,  Grayaon agreed  t h a t  the March 1985 

phone b i l l  r e f l e c t e d  col lect  c a l l s  r e c e i v e d  d u r i n g  J a n u a r y  a n d  

F e b r u a r y ,  1985, a period pr ior  to the effective date of t h e  

-6 - 



policy. G r a y s o n  also agreed t h a t  a c o m p a r i s o n  of t h e  c h a r g e s  for  

col lect  c a l l s  o n  t h e  April  t h r o u g h  A u g u s t  1 9 8 5  p h o n e  b i l l s  w i t h  

t h e  same p e r i o d  for 1984 annualized would p r o v i d e  a reasonable 

basis f o r  d e t e r m i n i n g  t h i s  a d j u s t m e n t .  The Commission c o n c u r s  

w i t h  G r a y s o n ’ s  p o s i t i o n  t h a t  this new p o l i c y  w i l l  r e e u l t  i n  

i n c r e a s e d  t e l e p h o n e  e x p e n s e .  However,  t h e  Commission c a n n o t  

accept t h e  a d j u s t m e n t  proposed by Grayson, s i n c e  t h e  m o n t h s  u s e d  

f o r  c o m p a r i s o n  were n o t  u n d e r  t h e  new policy and  t h e  t i m e  frame 

r e v i e w e d  does not cover enough  m o n t h s  to e s t a b l i s h  a good 

c o m p a r i s o n .  

The Cornmission has  a n n u a l i z e d  t h e  d i f f e r e n c e  i n  charges f o r  

collect  calls for t h e  5-month p e r i o d  a v a i l a b l e  fo r  comparison a n d  

has d e t e r m i n e d  t h a t  t h e  proper a d j u s t m e n t  to  t h e  test year is 

$2,942.  

Directors Fees and Expenses 
I 

I Grayson i n c u r r e d  $49 ,555  i n  d i r e c t o r s  fees and expenses 

d u r i n g  t h e  tes t  y e a r .  G r a y s o n * s  d i r e c t o r s  z r e  r e i m b u r s e d  for 

t h e i r  a c t u a l  e x p e n s e s  incurred while in a t t e n d a n c e  at 

i n d u s t r y - a s s o c i a t e d  meetings. I n  a d d i t i o n ,  Grayson  p r o v i d e s  a per 

diem a l l o w a n c e  of  $ 5 0  per day for each director attending these 

m e e t i n g s .  Grayson  a l so  p r o v i d e s  a per d i e m  a l l o w a n c e  for 

a t t e n d a n c e  a t  the b o a r d ’ s  r e g u l a r  m e e t i n g s ,  i n  a d d i t i o n  to 

r e i m b u r s i n g  t h e  directors for t h e i r  a c t u a l  e x p e n s e s .  Life, 

medical and h e a l t h  i n s u r a n c e  are also p r o v i d e d  by G r a y s o n  far its 

d i rec tors. 

The Cornmiasion is i n  a g r e e m e n t  with G r a y s o n s s  p o s i t i o n  t h a t  

i t  is essential to have competent i n d i v i d u a l s  s e r v i n g  on ita board 
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of d i r e c t o r s  and r e c o g n i z e s  t h a t  c o m p e n s a t i o n  for a t t e n d a n c e  at 

b o a r d  m e e t i n g s  c o u l d  e n h a n c e  t h e  a b i l i t y  t o  a t t r a c t  q u a l i t y  b o a r d  

m e m b e r s .  However, no e v i d e n c e  has been p r e s e n t e d  Fn t h i s  case or 

any c o o p e r a t i v e  case t h a t  t h e  l e v e l  of c o m p e n s a t i o n  t h r o u g h  t h e  

per diem a l l o w a n c e  h a s  affected the q u a l i t y  of board m e m b e r s .  

The C o m m i s s i o n  h a s  t h e  r e s p o n s i b i l i t y  t o  assess t h e  

r e a s o n a b l e n e s s  of a c o o p e r a t i v e ' s  e x p e n s e s  and make a d j u s t m e n t s  

w h e r e  n e c e s s a r y  to e x c l u d e  costs t h a t  a re  n o t  n e c e s s a r y  for  t h e  

safe, reliable provis ion of u t i l i t y  services. The per diem 

al lowance paid by c o o p e r a t i v e s  r a n g e s  from $ 5 0  t o  i n  excess of 

$100. I n  a d d i t i o n ,  the c o o p e r a t i v e s  v a r y  i n  t h e i r  p h i l o s o p h y  

c o n c e r n i n g  t h e  m e e t i n g s  t h a t  s h o u l d  be a t t e n d e d ,  who s h o u l d  a t t e n d  

and t h e  l e v e l  of expenses that are  r e i m b u r s e d .  T h u s ,  t h e  

p o t e n t i a l  for e x c e s s i v e  costs  i n  t h i s  area d o e s  exist. I n  

a r r i v i n g  a t  a r e a s o n a b l e  l e v e l  of Director fees and e x p e n s e s ,  t h e  

Commission h a s  c h o s e n  to  e x c l u d e  per diem a l l o w a n c e s  for 

a t t e n d a n c e  a t  m e e t i n g s  were a t t e n d a n c e  is d i s c r e t i o n a r y .  

The Commission b e g a n  d i s a l l o w i n g  t h e  per  diem a l l o w a n c e  at 

m e e t i n g s  o t h e r  than t h e  board's r e g u l a r  m e e t i n g s  i n  S e p t e m b e r  1 9 8 2  

i n  Case No. 84802 a n d  r e a f f i r m e d  t h i s  pract ice  m o s t  r e c e n t l y  in 

C a s e  No. 8993. ' C o n s i d e r i n g  t h a t  a c t u a l  out  of p o c k e t  e x p e n s e s  

are r e i m b u r s e d  by G r a y s o n ,  t h e  Commission d o e s  n o t  f i n d  s u f f i c i e n t  

case NO. 8 4 8 0 ,  ~ o t i c r e  of Moade county Rural Electric 
Cooperative corporation, dated September 15, 1982. 

Case No. $993, Rate A d j u s t m e n t  o f  Big Sandy R u r a l  E lec t r ic  
Cooperative Corporation, d a t e d  S e p t e m b e r  2 0 ,  1984.  
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r e a s o n  t o  d e v i a t e  f rom i ts  p o s i t i o n  t h a t  a per d i e m  allowance of 

t h i s  n a t u r e  s h o u l d  n o t  be b o r n e  by a c o o p e r a t i v e ' s  c u s t o m e r s .  

T h e r e f o r e ,  t h e  Commission h a s  r e d u c e d  o p e r a t i n g  e x p e n s e s  b y  $ 5 , 9 5 0  

to  e x c l u d e  t h e  cos t  of t h e s e  per d i e m  a l l o w a n c e s  f r o m  t h e  

d e t e r m i n a t i o n  of r e v e n u e  r e q u i r e m e n t s .  

O t h e r  Tax  E x p e n s e  

G r a y s o n  proposed t o  a d j u s t  o t h e r  t a x  e x p e n s e  by $ 3 , 9 8 7  i n  

c o n n e c t i o n  w i t h  t h e  n o r m a l i z a t i o n  of wages and  s a l a r i e s  a n d  t o  

g i v e  e f f e c t  t o  t h e  i n c r e a s e  i n  t h e  Commission m a i n t e n a n c e  

a s s e s s m e n t  f o r  1985 .  The Commission h a s  i n c l u d e d  a n  a d j u s t m e n t  of 

$3,636 to  re f lec t  t h e  decreased F I C A  a n d  Worker 's  C o m p e n s a t i o n  t o  

be c o n s i s t e n t  w i t h  t h e  wages and  s a l a r i e s  a l l o w e d  h e r e i n .  

Management A u d i t  

G r a y s o n ' s  t e s t - y e a r  e x p e n s e  for o u t s i d e  s e r v i c e s  employed  

w 8 8  $ 3 9 , 9 4 6 .  A r e v i e w  of t h i s  a c c o u n t  r e v e a l e d  t h a t  G r a y s o n  had 

i n c l u d e d  $22,787 which  represents t h e  t o t a l  e x p e n s e  for a manage- 

ment  a u d i t  p r e p a r e d  by t h e  N a t i o n a l  R u r a l  E l ec t r i c  C o o p e r a t i v e  

A s s o c i a t i o n  a n d  s u b m i t t e d  to G r a y s o n  o n  J u l y  6 ,  1984 .  

G r a y s o n  s t a t e d  t h a t  t h e  m a j o r i t y  of t h e  r e c o m m e n d a t i o n s  of 

t h e  a u d i t  were i m m e d i a t e  i n  n a t u r e  and  w e r e  imp lemen ted  d u r i n g  t h e  

t e s t  y e a r .  The Commiss ion  is e n c o u r a g e d  b y  G r a y s o n ' s  i n i t i a t i v e  

and  commends G r a y s o n  i n  i t s  e f fo r t  t o  r e d u c e  costs and  i m p r o v e  

efficiency. Grayson reported t h e  $22 ,787  as an o p e r a t i n g  e x p e n s e  

of t h e  tes t  p e r i o d  and c h o s e  n o t  to a m o r t i z e  t h i s  e x p e n s e  over 

f u t u r e  p e r i o d s .  N o  e v i d e n c e  was p r e s e n t e d  t o  i n d i c a t e  that s u c h  

costs would be i n c u r r e d  o n  a r e c u r r i n g  b a s i s .  T h e r e f o r e ,  t h e  

costs a s s o c i a t e d  w i t h  t h i s  a u d i t  w i l l  n o t  impact f u t u r e  perfds  I 
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and should n o t  be ref lected i n  a d j u s t e d  o p e r a t i n g  e x p e n s e s  f o r  

ra t e -mak ing  purposes. Moreover ,  a n  a n a l y s i s  of the outside 

s e r v i c e s  employed  a c c o u n t  shows t h a t  t h e  t e s t - y e a r  expense is a t  

l ea s t  150 p e r c e n t  greater t h a n  i n  a n y  of the pas t  9 y e a r s .  T h u s ,  

€or determining rates i n  t h i s  case, t h e  Cornmission h a s  n o t  

included t h e  $ 2 2 , 7 8 7  associated with the a u d i t  i n  G r a y s o n ' s  

a d j u s t e d  operating e x p e n s e s .  

D e p r e c i a t i o n  Expense  

G r a y s o n  proposed a d j u s t m e n t s  to i n c r e a s e  d e p r e c i a t i o n  

e x p e n s e  by $ 1 , 1 3 3 .  G r a y s o n  d e t e r m i n e d  t h i s  a d j u s t m e n t  by a p p l y i n g  

the composite d e p r e c i a t i o n  ra te  f o r  d i s t r i b u t i o n  p l a n t  t o  t h e  

c a p i t a l i z e d  p o r t i o n  of a d j u s t m e n t s  to  wages a n d  s a l a r i e s ,  other  

t axes  and  l i a b i l i t y  i n s u r a n c e .  T h i s  a d j u s t m e n t  is c o n t r a r y  t o  t h e  

m a t c h i n g  concept i n  t h a t  t h e  c a p i t a l i z e d  amounts w i l l  flow t h r o u g h  

to  p l a n t  i n  s e r v i c e  i n  some f u t u r e  p e r i o d  a n d ,  therefore, this 

a d j u s t m e n t  has not been included. 

The Commission has, h o w e v e r ,  i n c r e a s e d  d e p r e c i a t i o n  expense 

by $ 5 , 0 5 0  to  r e f l e c t  t h e  a n n u a l  d e p r e c i a t i o n  expense b a s e d  o n  the 

l e v e l  of p l a n t  i n  s e r v i c e  a t  t h e  end of t h e  tes t  year.  T h i s  

a d j u s t m e n t  is c o n s i s t e n t  w i t h  t h e  C o m m i s s i o n ' s  normal t r e a t m e n t  of 

d e p r e c i a t i o n  e x p e n s e  =or r a t e - m a k i n g  purposes. 

Interest  Expense  

G r a y s o n  proposed a n  a d j u s t m e n t  of $ 8 4 , 0 2 0  t o  re f lec t  t h e  

in te res t  on  l o a n  f u n d s  of $ 5 7 8 , 0 0 0  drawn down d u r i n g  the t e s t  y e a r  

and o n  loan funds o f  $640 ,000  drawn  down s u b s e q u e n t  t o  t h e  t e s t  

y e a r .  
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The Commission put G r a y s o n  a n d  a l l  o t h e r  e l ec t r i c  
4 cooperatives u n d e r  its j u r i s d i c t i o n  o n  notice i n  Case No. 8778 

t h a t ,  i n  f u t u r e  ra te  p r o c e e d i n g s ,  i t  would r e c o n s i d e r  its p a s t  

practice of a l l o w i n g  t h e  i n t e r e s t  o n  d e b t  d r a w n  down s u b s e q u e n t  t o  

t h e  e n d  of t h e  t e s t  period. The Commission s t a t e d  t h a t  t h e  

pract ice  of u p d a t i n g  i n t e r e s t  e x p e n s e  based on t h e  balance of 

l o n g - t e r m  d e b t  beyond t h e  t e s t  period w i t h o u t  r e f l e c t i n g  t h e  

a d d i t i o n a l  r e v e n u e s  a n d  e x p e n s e s  associated w i t h  f a c i l i t i e s  

c o n s t r u c t e d  w i t h  t h e s e  f u n d s  v i o l a t e s  t h e  m a t c h i n g  concept of 

h i s t o r i c a l  test year  r a t e  base a n d  o p e r a t i n g  s t a t e m e n t .  

I n  t h i s  case, G r a y s o n  proposed, i n  a d d i t i o n  to  i ts  

a d j u s t m e n t s  to  i n t e r e s t  expense, ad jus tmen t s  to  in t e re s t  income to  

r e c o g n i z e  t h e  income o n  t h e  a d d i t i o n a l  funds ava i l ab le  for 

inves tmen t .  Grayson also provided work o r d e r s  supporting its 

pos i t i on  t h a t  f a c i l i t i e s  c o n s t r u c t e d  w i t h  these f u n d s  had  been 

placed i n  s e r v i c e  prior to  t h e  b e g i n n i n g  of t h e  t e s t  year. 

G r a y s o n  m a i n t a i n e d  t h a t ,  s i n c e  t h e  f a c i l i t i e s  c o n s t r u c t e d  w i t h  

these f u n d s  were i n  s e r v i c e  prior t o  t h e  t e s t  year, t h e  t e s t  y e a r  

r e v e n u e s  r e f l e c t e d  r e v e n u e  d e r i v e d  from t h e s e  f a c i l i t i e s .  

The Commission h a s  d e t e r m i n e d  t h a t  G r a y s o n ' s  s i t u a t i o n  is 

u n i q u e  i n  t h a t  a l a rge  p o r t i o n  of t h e  d e b t  was drawn down only one 

day a f t e r  t h e  e n d  of t h e  t e s t  period and a l l  of t h e  d e b t  was for 

p l a n t  w h i c h  was in s e r v i c e  at the b e g i n n i n g  of t h e  t e s t  p e r i o d .  

' Case No. 8778, A d j u s t m e n t  of R a t e 8  of Salt River Rural 
Elec t r i c  Cooperative C o r p o r a t i o n ,  da t ed  October  2 4 ,  1983. 
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The Commisaion h a 6 ,  t h e r e f o r e ,  i n c l u d e d  $32,000 i n  i n t e r e s t  o n  

$640,000 of d e b t  d rawn  s u b s e q u e n t  t o  t h e  t e s t  y e a r .  The  

Commission has f u r t h e r  a d j u s t e d  i n t e r e s t  o n  l o n g - t e r m  d e b t  by 

$48 ,190  t o  r e f l e c t  i n t e r e s t  e x p e n s e  o n  t h e  l e v e l  of l o n g - t e r m  deb t  

o u t s t a n d i n g  a t  t h e  e n d  of t h e  test  y e a r .  

The  Commission c a u t i o n s  G r a y s o n  and  a l l  o t h e r  e l ec t r i c  

u t i l i t y  c o o p e r a t i v e s  u n d e r  i ts  j u r i s d i c t i o n  t h a t  t h e  Commiss ion  

w i l l  c o n t i n u e  t o  r e c o n s i d e r  i ts  p a s t  p rac t ice  on t h i s  i ssue and  

t h a t  t h e  b u r d e n  o f  p r o o f  t h a t  t h e r e  is n o  m i s m a t c h  of r e v e n u e s  a n d  

e x p e n s e s  w i l l  rest w i t h  t h e  c o o p e r a t i v e s .  

The e f f e c t  of t h e  accepted pro forma adjustments on 

G r a y s o n ' s  n e t  income is as f o l l o w s :  

Actual  Pro Forma Ad j us ted 
T e s t  Y e a r  A d j u s t m e n t s  T e s t  Y e a r  

Opera t i ng R e v e n u e s  $ 7 , 4 6 8 , 3 3 4  $ < 3 9 , 9 3 2 >  $ 7 , 4 2 8 , 4 0 2  
O p e r a t i n g  E x p e n s e s  6 , 9 7 0 , 1 4 7  < 2 2 , 8 9 0 >  6 , 9 4 7 , 2 5 7  
O p e r a t i n g  Income $ 4 9 8 , 1 8 7  $ < 1 7 , 0 4 2 >  $ 481,145 
I n t e r e s t  o n  Long-Term Deb t  371 ,078  8 0 , 1 9 0  4 5 1  t 268 
O t h e r  Income and  

( D e d u c t i o n s )  - N e t  
N e t  Income 

4 8 , 8 9 2  9 4 , 8 5 7  1 4 3 , 7 4 9  
$ 176 ,001 $ <  2,375) $ 1 7 3 , 6 2 6  

R E V E N U E  R E Q U I R E M E N T S  

The a c t u a l  r a t e  of r e t u r n  o n  G r a y s o n ' s  n e t  i n v e s t m e n t  r a t e  

base e s t a b l i s h e d  h e r e i n  f o r  t h e  t e s t  y e a r  w a s  4 . 5 3  p e r c e n t .  A f t e r  

t a k i n g  i n t o  c o n s i d e r a t i o n  t h e  pro forma a d j u s t m e n t s r  G r a y s o n  would 

r e a l i z e  a rate of r e t u r n  of 4 . 3 9  p e r c e n t .  

G r a y s o n  h a s  r e q u e s t e d  rates t h a t  would  p r o d u c e  a r a t e  o f  

r e t u r n  of 9 . 0  percent  and a Time8 I n t e r e s t  Ea rned  R a t i o  ("TIER") 

of 2.50x. Grayson  i n d i c a t e d  t h a t  t h e s e  e a r n i n g  l e v e l s  were 

r e q u i r e d  t o  correct i ts  d e t e r i o r a t i n g  f i n a n c i a l  c o n d i t i o n  to t h e  
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e x t e n t  t h a t  i ts  T I E R  is adequate  t o  m e e t  t h e  R u r a l  E l e c t r i c  

A d m i n i s t r a t i o n  a n d  t h e  N a t i o n a l  R u r a l  U t i l i t i e s  C o o p e r a t i v e  

F i n a n c e  C o r p o r a t i o n  b o r r o w i n g  r e q u i r e m e n t s ,  i n s u r e  a d v a n c e m e n t  

toward a n  o p t i m u m  e q u i t y  l e v e l  and  e s t a b l i s h  a f i n a n c i a l  c o n d i t i o n  

a p p r o a c h i n g  t h e  i n d u s t r y  c o m p o s i t e  TIER o f  2.52X. 

G r a y s o n ' s  a c t u a l  TIER f o r  t h e  t e s t  y e a r  was 1.47X e n d  i ts  

TIER was 1.37X a n d  3.63X for t h e  c a l e n d a r  y e a r s  1983 a n d  1984, 

re spec t i v e  1 y . A f t e r  t a k i n g  i n t o  c o n s i d e r a t i o n  t h e  pro forma 

a d j u s t m e n t s  i n  t h i s  case,  G r a y s o n  would a c h i e v e  a 1 . 3 8 X  TIER 

w i t h o u t  a n  i n c r e a s e  i n  r e v e n u e s .  G r a y s o n ' s  e q u i t y  to t o t a l  asset  

ratio is 32.3 p e r c e n t  b a s e d  o n  t h e  c a p i t a l  structure a p p r o v e d  

h e r e i n .  G r a y s o n ' s  Debt S e r v i c e  Coverage r a t i o  f o r  t h e  t e s t  y e a r  

and c a l e n d a r  y e a r s  1 9 8 3  and 1984  was 1.52X, 1.43X a n d  2.80X, 

r e s p e c t i v e l y .  A l l  of t h e s e  r a t i o s  a r e  based o n  t h e  e a r n i n g s  of 

G r a y s o n ,  e x c l u s i v e  of t h e  G e n e r a t i o n  and  T r a n s m i s s i o n  Capi ta l  

C r e d i t s  (*GTCC*) a s s i g n e d  t o  G r a y s o n  by EKP. 

In 1980,  Grayson was g r a n t e d  a ra te  of r e t u r n  of 6 .72  

p e r c e n t ,  w h i c h  p r o v i d e d  a TIER of 2.25X. R e c o g n i z i n g  t h e  drop i n  

t h e  ra te  of i n f l a t i o n  and t h e  overall improvement i n  economic 

c o n d i t i o n s  f rom t h o s e  t h a t  e x i s t e d  i n  1 9 8 0 ,  the Commiss ion  h a s  

lowered t h e  ra tes  of r e t u r n  a l lowed i n  c e r t a i n  case8 I n v o l v i n g  

o t h e r  utilities u n d e r  its j u r i s d i c t i o n .  R e c e n t  d e c i s i o n s  

i nvo lv ing  e lectr ic  cooperatives have resulted i n  TIER l e v e l s  of 

2.15XY 2.15X, 2 . 0 0 ~ ~  2.25~ a n d  2.02X, r e f l e c t i n g  t h e  C o m m i s s i o n ' s  

o p i n i o n  t h a t  rates of r e t u r n  and TIER s h o u l d  be r e d u c e d ,  The 

R u r a l  E l ec t r i c  A d m i n i s t r a t i o n  G r a y s o n ' s  p r i n c i p a l  l e n d e r ,  

r equ i r e s  its borrowers t o  m a i n t a i n  a n  a v e r a g e  TIER of a t  l e a s t  
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1 . 5 X  f o r  2 o u t  of t h e  most r e c e n t  3 c a l e n d a r  y e a r s .  The TIER as 

c a l c u l a t e d  b y  REA f o r  p u r p o s e s  of m e e t i n g  t h e  minimum m o r t g a g e  

r e q u i r e m e n t s  i n c l u d e s  G T C C s  a s s i g n e d  d u r i n g  t h e  c a l e n d a r  y e a r .  

The Commission r e c o g n i z e s  t h a t  a c o o p e r a t i v e  c a n n o t  r e a s o n a b l y  

expect to  a c h i e v e  a T I E R  of 1.5X i f  t h e  r e v e n u e  requirements were 

b a s e d  o n  a 1.5X T I E R ,  and  p r o v i d e s  a n  a t t r i t i o n  allowance b y  

b a s i n g  t h e  r e v e n u e  r e q u i r e m e n t s  o n  a 2.0X T I E R .  I n  p e r i o d s  o f  

h i g h  i n f l a t i o n  t h e  Commission allowed T I E R S  of 2.25X. S i n c e  t h e  

p e r i o d  o f  d o u b l e  d i g i t  i n f l a t i o n  is no l o n g e r  i n  e x i s t e n c e ,  the 

Commission is of t h e  o p i n i o n  t h a t  G r a y s o n ' s  r e v e n u e  r e q u i r e m e n t s  

s h o u l d  be b a s e d  o n  a TIER of 2.00X. 

The C o m m i s s i o n  h a s  n o t e d  t h a t  G r a y s o n ' s  c a p i t a l  s t r u c t u r e ,  

a s  o f  t e s t  y e a r - e n d  and  i n c l u d i n g  t h e  d e b t  d r a w n  down 

s u b s e q u e n t l y ,  c o n s i s t . e d  of 32.3 p e r c e n t  e q u i t y  and  6 7 . 7  p e r c e n t  

d e b t  af t e r  r e m o v a l  of accumula ted  g e n e r a t i o n  and  t r a n s m i s s i o n  

c a p i t a l  c red i t s .  The e q u i t y  l e v e l  a c h i e v e d  b y  G r a y s o n  is v i e w e d  

b y  t h e  Commission a s  a n  i n d i c a t i o n  of G r a y s o n ' s  i m p r o v i n g  

f i n a n c i a l  c o n d i t i o n .  T h e  Commission is e n c o u r a g e d  b y  t h i s  

improvemen t ,  y e t  i t  is c o n c e r n e d  t h a t  G r a y s o n ' s  c u s t o m e r s  r e c e i v e  

t h e  b e n e f i t s  associated w i t h  t h e  improved  f i n a n c i a l  c o n d i t i o n .  A 

bas i c  p r i n c i p l e  of a c o o p e r a t i v e  is t h a t  t h e  c u s t o m e r s  of t h e  

c o o p e r a t i v e  who a r e  a c t u a l l y  t h e  o w n e r s  s h o u l d  be a l lowed t o  

b e n e E i t  f rom s t r o n g  f i n a n c i a l  p e r f o r m a n c e  o f  t h e  c o o p e r a t i v e  b y  

r e c e i v i n g  a r e f u n d  of c a p i t a l  c red i t s  o r  by  r e a l i z i n g  a r e d u c t i o n  

i n  t h e  cost of electric s e r v i c e .  W i t h  t h e  i m p r o v i n g  e q u i t y  l e v e l ,  

t h e  Commission expects G r a y s o n  to  s e r i o u s l y  c o n s i d e r  as a p a r t  of 

i t s  f i n a n c i a l  p l a n n i n g ,  m e t h o d s  whereby  t h e  conaumer-owners  of t h e  
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c o o p e r a t i v e  will r e c e i v e  t h e  maximum b e n e f i t s  of t h e  cooperative 

form of o r g a n i z a t i o n .  

Based o n  t h e  e v i d e n c e  of record and  t h e  r e a s o n s  ci ted 

h e r e i n ,  the Commission h a s  d e t e r m i n e d  t h a t  a TIER of 2.00X s h o u l d  

be g r a n t e d  i n  t h i s  case. I n  order t o  achieve  t h i s  TIER, G r a y s o n  

s h o u l d  be al lowed to  i n c r e a s e  its a n n u a l  r e v e n u e  by $277,642,  

which would  r e s u l t  i n  a ra te  of r e t u r n  of 6 . 9 2  percent. This 

a d d i t i o n a l  r e v e n u e  w i l l  produce n e t  income of $ 4 5 1 , 2 6 8 ,  which  

s h o u l d  be s u f f i c i e n t  to  m e e t  t h e  r e q u i r e m e n t s  i n  Grayson's 

m o r t g a g e s  s e c u r i n g  i t s  l o n g - t e r m  d e b t .  

COST OF SERVICE 

r n  t h i s  p r o c e e d i n g ,  G r a y s o n  f i l e d  a f u l l y  d i s t r i b u t e d  

embedded c o s t  of s e r v i c e  s t u d y  t h r o u g h  its witness, Mr. L a u r e n c e  

B. C o p e .  G r a y s o n  proposes t o  u s e  i ts cost  of s e r v i c e  s t u d y  t o  

d e t e r m i n e  class r e v e n u e  r e q u i r e m e n t s  and  assist  i n  designing 

r e t a i l  ra tes .  I n  s u p p o r t  of u s i n g  Grayson's cost of s e r v i c e  

s t u d y ,  Mr. Cope s t a t e s  ". . .cost-based rates i n  summary promote 

e f f i c i e n c y ,  f a i r n e s s  and  e q u i t y . "  

The C o m m i s s i o n ,  in A d m i n i s t r a t i v e  Case N o .  203, The 

D e t e r m i n a t i o n s  w i t h  Respect to  t h e  Rate-making  S t a n d a r d s  

I I d e n t i f i e d  i n  S e c t i o n  l l l ( d ) ( l ) - ( 1 6 )  of t h e  P u b l i c  U t i l i t y  

I R e g u l a t o r y  Policies A c t  of 1978, s ta ted  i ts  support for the use of 
I 
I cost of s e r v i c e  studies in ra te  p r o c e e d i n g s .  The  Commission 
I commend6 Grayeon  fo r  its effort i n  proparing and f i l i n g  a cost of 

I s e r v i c e  study i n  t h i s  p r o c e e d i n g .  However ,  t h e  Commiss ion  is 

still of the o p i n l o n  t h a t  a n e c e s s a r y  I n p u t  in preparing a cost  of 

s e r v i c e  s t u d y  is s t a t i s t i c a l l y  acceptable load research d a t a .  
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G r a y s o n ,  i n  t h i s  p r o c e e d i n g ,  d i d  n o t  have t h e  load da ta  n e c e s s a r y  

t o  prepare a n  a c c u r a t e  cost  of service s t u d y ;  therefore, t h e  

Commissior! rejects G r a y s o n ' s  proposed cost of s e r v i c e  s t u d y .  T h e  

Commission does e n c o u r a g e  G r a y s o n  to  offer cos t  of service s t u d i e s  

i n  f u t u r e  p r o c e e d i n g s  as t h e  load i n f o r m a t i o n  t h a t  is being 

compiled by EKP is  made ava i l ab le  t o  them. 

REVENUE ALLOCATION AND RATE DESIGN 

G r a y s o n  h a s  proposed to  a l locate  t h e  r e v e n u e  i n c r e a s e  t o  

each rate class ,  t h e  i n c r e a s e  of ra tes  a n d  c h a r g e s  w i t h i n  t h e  r a t e  

classes a n d  new t a r i f f s  i n  a c c o r d a n c e  w i t h  t h e i r  cost  of service 

s t u d y .  The Commission has p r e v i o u s l y  d i s c u s s e d  G r a y s o n ' s  cost of 

s e r v i c e  study a n d  f i n d s  t h a t  i t  would be i n a p p r o p r i a t e  to a l loca te  

t h e  r e v e n u e  i n c r e a s e  a n d  r a t e  d e s i g n  c h a n g e s  upon the cost of 

service s t u d y .  

T h e  Commission has d e t e r m i n e d  t h a t  t h e  a l loca t ion  of t h e  

r e v e n u e  i n c r e a s e  would be be t t e r  allocated by t h e  p e r c e n t  of 

r e v e n u e  produced by each rate class to  t h e  t o t a l  r e v e n u e ,  

Therefore, t h e  r e v e n u e  i n c r e a s e s  have b e e n  a l loca ted  t o  t h e  r a t e  

c lasses  by a p p r o x i m a t e l y  t h e  f o l l o w i n g  p e r c e n t a g e s :  

S c h e d u l e  No. D e s c r i p t i o n  P e r c e n t  

Domestic 7 7 . 8 8 %  

Large P o w e r  8 . 8 0 %  
Smal l  C o m m e r c i a l  8.12% 

Street L i g h t i n g  0.05% 
O u t d o o r  Lighting 2.22% 
A l l - E l e c t r i c  S c h o o l  2.63% 
S e a s o n a  1 0.30% 

The i n c r e a s e s  of rates  a n d  charges i n  t h e  rate classes h a v e  

b e e n  a l t e r ed  by the Commission i n  t h e  following m a n n e r .  The large 

p e r c e n t  of i n c r e a s e  to t h e  customer c h a r g e  is n o t  i n  keeping w i t h  
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rate c o n t i n u i t y .  The Commiss ion  is o f  t h e  o p i n i o n  t h a t  a g r a d u a l  

i n c r e a e e  to t h e  c u s t o m e r  charge of a p p r o x i m a t e l y  t h e  same a s  t h e  

o v e r a l l  p e r c e n t  of r e v e n u e  i n c r e a s e  is a m o r e  r e a s o n a b l e  approach. 

The Commission agrees w i t h  G r a y s o n  i n  t h e  ma t t e r  of t h e  demand 

c h a r g e  and t h a t  t h e  customer s h o u l d  be c h a r g e d  a demand c h a r g e  

closer t o  t h a t  G r a y s o n  is charged.  The proposed demand c h a r g e  

i n c r e a s e  h a s  b e e n  a l te red  o n l y  by t h e  p e r c e n t  of r e v e n u e  i n c r e a s e  

received to  t h e  r e v e n u e  i n c r e a s e  r e q u e s t e d .  

The Commission is p a r t i c u l a r l y  c o n c e r n e d  w i t h  t h e  proposed 

t a r i f f  for  c u s t o m e r s  who own a n d  m a i n t a i n  t h e  complete s u b s t a t i o n  

e q u i p m e n t .  C u r r e n t l y ,  t h e  c u s t o m e r  who owns a n d  m a i n t a i n s  t h e  

complete s u b s t a t i o n  e q u i p m e n t  is s e r v e d  u n d e r  t h e  l a r g e  p o w e r  

t a r i f f  and receives a d i s c o u n t ;  h o w e v e r ,  i n  t h e  p r o p o s e d  t a r i f f s ,  

t h e  customer who owns a n d  m a i n t a i n s  t h e  complete s u b s t a t i o n  

e q u i p m e n t ,  a n d  is s e r v e d  o n  p r i m a r y  v o l t a g e ,  would p a y  h i g h e r  

r a t e s  t h a n  t h e  c u s t o m e r  who does n o t  own a n d  m a i n t a i n  t h e  

s u b s t a t i o n  e q u i p m e n t ,  a n d  is s e r v e d  e i t h e r  o n  p r i m a r y  or s e c o n d a r y  

voltage.  The Commission f i n d s  t h a t  t h e  p r o p o s e d  t a r i f f s  are n o t  

f a i r ,  j u s t  a n d  r e a s o n a b l e  a n d ,  t h e r e f o r e ,  rejects t h e  proposed 

t a r i f f s .  G r a y s o n  is t o  c o n t i n u e  t o  u s e  t h e  t a r i f f s  a s  c u r r e n t l y  

o n  f i l e  w i t h  t h i s  Commission w i t h  t h e  c h a n g e s  as s t a t e d  I n  t h e  

a t t a c h e d  Appendix  A .  

SUMMARY 

The Commiss ion ,  a f t e r  c o n s i d e r a t i o n  of t h e  e v i d e n c e  o f  

record a n d  b e i n g  a d v i s e d ,  is  of t h e  o p i n i o n  a n d  f i n d s  t h a t :  

1. The  ra tes  i n  Appendix  A are t h e  f a i r ,  j u s t  a n d  

r e a s o n a b l e  rates for  G r a y s o n  a n d  w i l l  p r o v i d e  n e t  income 
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sufficient t o  meet t h e  r e q u i r e m e n t s  i n  G r a y s o n ' s  mortgages 

s e c u r i n g  its l o n g - t e r m  d e b t .  

2. The rates and c h a r g e s  proposed by Grayson  d i f f e r  from 

t h o s e  found r e a s o n a b l e  h e r e i n  and s h o u l d  be den ied  upon 

a p p l i c a t i o n  of KRS 2 7 8 . 0 3 0 .  

3 .  Grayson's proposed  t a r i f f s  are n o t  f a i r ,  j u s t  and 

reasonable and should be rejected. 

4 .  G r a y s o n ' s  p r o p o s e d  r e v e n u e  a l l o c a t i o n  a n d  rate d e s i g n  

m e t h o d o l o g i e s  are n o t  fair, just a n d  r e a s o n a b l e  a n d  s h o u l d  be 

rejected. 

IT IS THEREFORE ORDERED t h a t :  

1. The rates i n  Appendix A be and t h e y  h e r e b y  are 

a p p r o v e d  for s e r v i c e  on and  after the d a t e  of t h i s  Order. 

2 .  T h e  rates p r o p o s e d  by Grayson be and t h e y  h e r e b y  

are d e n i e d .  

3. Grayson shall f i l e  w i t h  the Commission w i t h i n  30 

days  f r o m  the d a t e  of this O r d e r  i ts revised t a r i f f  s h e e t s  s e t t i n g  

o u t  t h e  rates a p p r o v e d  h e r e i n .  

4 .  The t a r i f f s  proposed by Grayson be and they hereby 

are denfed.  

5 .  The r e v e n u e  a l l o c a t i o n  s n d  rate d e s i g n  methodolo- 

gies be and t h e y  h e r e b y  a re  d e n i e d .  
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Done at Frankfort, Kentucky, this 17thdayof Jarrslary, 1986. 

PUBLIC SERVICE COMMISSION 

ATTEST : 

Secretary 



APPENDIX A 

APPENDIX TO AN ORDER OF THE KENTUCKY PUBLIC SERVICE 
COMMISSION IN CASE NO. 9352 IMTED 1/17/86 

The f o l l o w i n g  ra tes  and  c h a r g e s  are  p r e s c r i b e d  f o r  t h e  

c u s t o m e r s  i n  t h e  area s e r v e d  b y  G r a y s o n  R u r a l  Electric C o o p e r a t i v e  

Corporation. A l l  o t h e r  rates a n d  charges n o t  s p e c i f i c a l l y  

m e n t i o n e d  h e r e i n  s h a l l  r e m a i n  the s a m e  as  t h o s e  i n  e f f e c t  u n d e r  

a u t h o r i t y  of t h i s  C o m m i s s i o n  prior t o  t h e  d a t e  of t h i s  O r d e r .  

SCHEDULE 1 a n d  3* 
DOMESTIC-FARM & HOME SERVICE, PUBLIC B U I L D I N G S ,  

SCHOOLS, CHURCHES, ETC. 
COMMERCIAL 6 SMALL POWER 0 - 49 KVA 

R a t e s :  

C u s t o m e r  C h a r g e  Per Month $ 7 . 2 5  
Energy C h a r g e  ,06083 Per KWH 

Minimum Charqe  

The minimum m o n t h l y  c h a r g e  u n d e r  the a b o v e  r a t e  s h a l l  be $7 .25  
where 25 KVA or less of t r a n s f o r m e r  c a p a c i t y  is r e q u i r e d .  

Special  P r o v i s i o n s  

D e l i v e r y  P o i n t  - The d e l i v e r y  p o i n t  s h a l l  be t h e  meter ing  point 
u n l e s s  o t h e r w i s e  s p e c i f i e d  i n  t h e  c o n t r a c t  f o r  s e r v i c e .  A l l  
w i r i n g ,  pole l i n e s  and o t h e r  e l ec t r i ca l  e q u i p m e n t  on the load 
side of t h e  d e l i v e r y  p o i n t  s h a l l  b e  owned a n d  m a i n t a i n e d  by  
t h e  consumer .  

SCHEDULE 1 - T-0-D 
DOMESTIC - PAP& AND HOME SERVICE 

EXPERIMENTAL R E S I D E N T I A L  SERVICE - TIME-OF-DAY 
A v a i l a b i l i t y  of S e r v i c e  

A v a i l a b l e  for a period l i m i t e d  t o  two yea r s ,  as a n  e x p e r i m e n t a l  
t a r i f f  to  c o n s u m e r s  e l i g i b l e  f o r  T a r i f f  Domestic - Farm and Home 
Service,  is f o r  t h e  p u r p o s e  of c o n d u c t i n g  a t i m e - o f - d a y  rate 
e x p e r i m e n t  d e s i g n e d  to  provide d a t a  t o  evaluate the coet  a n d  
b e n e f i t 8  of time-of-day p r i c i n g  and ltrs e f f e c t  o n  the use Of 
e l e c t r i c i t y  by r o s l d o n t i a L  C o n s u m e r B  in the  C o o p e r a t i v e ' s  s e r v i c e  
a r ea ,  Consumers  who will be eligible for t h i s  t a r i f f  w i l l  be 
selected by t h e  C o o p e r a t i v e  a n d  w i l l  a g r e e  v o l u n t a r i l y  t o  
p a r t i c i p a t e  i n  t h e  C o o p e r a t i v e ' s  r e s i d e n t i a l  time-of-day r a t e  
e x p e r i m e n t  . 



T h i s  t a r i f f  i s  l i m i t e d  to  t h e  consumers  s e l e c t e d  by t h e  
C o o p e r a t i v e  arid w i l l  reqirire t h e  i n s t a l l a t i o n  of d s p e c i a l  m e t e r  
c a p a b l e  of r e g i s t e r i n g  t h e  on-peak  a n d  o f f - p e a k  k i l o w a t t - h o u r s .  

This t a r i f f  is  a v a i l a b l e  for s i n g l e - p h a s e  service o n l y .  

Rates  : 

On-Peak Rate 
S e r v i c e  Charge 
A l l  KWH/Honth 

O f f - p e a k  R a t e  
A l l  KWH/Month 

$ 7 . 2 5  Per Month 
.06083 P e r  KWH 

.03650 F e r  KWH 

SCHEDULE 4 
LARGE POWER SERVICE 5 0  - 6 0 0  KW* 

Rates : 

Demand Charge 
$ 6 . 7 0  P e r  Month P e r  KW of B i l l i n g  Demand 
C u s t o m e r  C h a r g e  P e r  Month - $55.00 
E n e r g y  C h a r g e  - $.04323 Per KWH 

M i n i m u m  Monthly C h a r g e  
3 )  A C h a r g e  of $55.00 

SCHEDULE 5 
STREET LIGHTING SERVICE* 

B a s e  Rate P e r  Liqht Per Year 

For d u s k  to dawn lighting with lights mounted  o n  e x i s t i n g  
wooden poles w i t h  bracke t  a t t a c h m e n t s  a n d  connected t o  e x i s t i n g  
o v e r h e a d  s e c o n d a r y  c i r c u i t s .  

For t h e  f o l l o w i n g  m o n t h l y  c h a r g e e ,  t h e  C o o p e r a t i v e  w i l l  
f u r n i s h ,  i n s t a l l  and  m a i n t a i n  the l i g h t i n g  f i x t u r e s  a n d  
accessories i n c l u d i n g  h a r d w a r e ,  cont ro l ,  l a m p s ,  o v e r h e a d  
w i r i n g ,  e t c . ,  and t h o  e n e r g y  r equ i r ed .  

Lamp Size M e r c u r y  Vapor Lamps A n n u a l  C h a r g e  P e r  L a m e  

1 7 5  Watt $5.95 $71 .40  
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SCHEDULE 6 
OUTDOOR LIGHTING SERVICE - SECURITY LIGHTS* 

A v a i l a b i  1 ity 

A v a i l a b l e  t o  consumers, other t h a n  t o w n s  a n d  v i l l a g e s ,  for dusk 
to  dawn o u t d o o r  l i g h t i n g  o n  e x i s t i n g  o v e r h e a d  s e c o n d a r y  
c i r c u i t s .  

Rate Per L i g h t  Fer Month 

7 ,000  Lumens Mercury  Vapor Lamp $5 .92  
10 ,000  Lumens Mercury Vapor Lamp $7.89  

C o n d i t i o n s  of S e r v i c e  

1. The C o o p e r a t i v e  s h a l l  f u r n i s h ,  i n s t a l l ,  operate a n d  
m a i n t a i n  t h e  o u t d o o r  l i g h t i n g  e q u i p m e n t  i n c l u d i n g  lamp, 
l u m i n a i r e ,  b r a c k e t  a t t a c h m e n t  a n d  c o n t r o l  d e v i c e  on a n  
e x i s t i n g  pole of t h e  C o o p e r a t i v e ,  e l e c t r i c a l l y  c o n n e c t e d  so 
t h a t  power €or o p e r a t i o n  of  t h e  l i g h t  does n o t  pass t h r o u g h  
t h e  meter for t h e  c o n s u m e r ' s  o t h e r  u s a g e ,  a t  a l o c a t i o n  
m u t u a l l y  agreeable t o  b o t h  the C o o p e r a t i v e  a n d  t h e  
consumer .  

SCHEDULE 7 
ALL ELECTRIC SCHOOLS ( A . E . S . ) *  

Rates: 

Customer C h a r g e  
All KWH 
Demand Charge  

$25.00 Fer Month 

4.00 P e r  KW 
-04371 Per KWH 

SCHEDULE 8 
SEASONAL SERVICES - S E R I C E S  ACTIVE LESS THAN 

NINE (9) MONTHS OUT OF A YEAR 

Ra tea I 

Customer C h a r g e  Per Month $8 . 80 
Energy Charge .07860 Per KWH 

Minimum C h a r g e  

The minimum m o n t h l y  charge  u n d e r  t h e  a b o v e  rate shall be $ 8 . 8 0  
w h e r e  2 5  KVA less of t r a n s f o r m e r  capacity is required. 
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*Fuel Clause Adjustment 

A l l  rates are applicable to the F u e l  A d j u s t m e n t  Clause and may 
be increased o r  decreased by an amount per KWH equal to the 
fuel adjustment amount per KWH a s  billed by t h e  w h o l e s a l e  
p o w e r  supplier plus an allowance for line losses. The 
allowance for line losses will not exceed 10 p e r c e n t  and is 
based on a twelve-month moving average of such losses. 
This F u e l  Clause is subject to all o t h e r  applicable 
p r o v i s i o n s  as set  o u t  in 807 KAR 5 : 0 5 6 .  
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